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THE IMPERATIVE NEED OF FINANCING EXPORTS 



DURING this year we have repeatedly called atten- 
tion to the fact that the dominating factors in the 
economic situation of the United States were, first, the 
unprecedented condition of foreign trade which makes 
it necessary to finance a considerable part of our ex- 
ports by extending credit to European customers, and, 
second, the unusual demand that must necessarily 
ensue for capital to finance the foreign business of the 
country. It has been, and still is, our belief that this 
demand for capital will somehow be met, and that our 
export trade, particularly in foodstuffs and raw ma- 
terials, will be able to move in a volume sufficient to 
meet at least the absolutely necessary requirements of 
Europe. We have pointed out that this would require 
either the diversion of a large part of our annual sav- 
ings into foreign investments, or further credit expan- 
sion; and that conceivably both of these things might 
be necessary in order to meet the requirements of the 
situation. 

It is now necessary to reckon with the fact that, as 
the month of November closes, comparatively little 
progress has been made in meeting our foreign trade 
requirements. Certain loans of foreign governments 
have been floated in the United States and some further 
credits have been arranged for, but up to date the pro- 
visions which have been made are very inadequate. 
The developments of the month have been such as to 
raise a serious question as to whether the country is 
disposed to face the facts. 

We have been told that the task properly belongs to 
the private investor, or to the banks, or to the national 
government; but there is no indication as yet that any 
actual program has been adopted which will be ade- 
quate to meet the needs of the hour. From all that can 
be learned, the government is indisposed to enter upon 
further foreign loans ; the aid of the War Finance Cor- 
poration has not been invoked; serious doubt exists 
as to whether private investors will be attracted by 
such securities as can be issued by private corporations 
or bankers ; and the banks are compelled to reckon with 
the avowed policy of the Federal Reserve Board to 
prevent further inflation with its concomitant increase 
in commodity prices. Under legislation about to be 
enacted by Congress, corporations may be organized to 
finance foreign trade, but if investors hold back and 
credit expansion is restrained, it is not easy to see how 
such agencies can cope with the situation. The time 
has certainly come when the government, the banks, 
and the business men whose business will be curtailed 
if credits are not arranged on a very liberal scale, should 
give more serious consideration to the needs of our 
foreign trade. 

This is a year when no one has known exactly how the 
problems confronting business could or would be met, 



and it is impossible now to forecast what the precise 
means will be by which our export trade will be enabled 
to move. There may be good reason for the pessim- 
ism which exists in many quarters concerning the im- 
mediate business prospect; but, on the other hand, it 
should be considered that such novel and entirely un- 
precedented conditions as we face usually have to come 
to a critical pass before a plan of action can be agreed 
upon and put into effect. It is not beyond the ability of 
the country which has financed the enormous require- 
ments of the war period to finance the requirements of 
the period of readjustment, and we believe that when 
the situation becomes perfectly plain some way will be 
devised for accomplishing the desired result. 

Others are better qualified than we are to discuss the 
precise ways and means that should be devised, but we 
venture to offer the following suggestions: 

Either securities must be issued to raise the funds 
that are needed, or else bank credits must be extended 
upon a very large scale, perhaps to such an amount as 
two billion dollars. In the former case credit will have 
to be extended to a considerable degree and there will 
inevitably be a certain amount of inflation, while in the 
latter case the credit currency of the country will have 
to be increased by the full amount that may be needed, 
and there will be a much greater degree of inflation. 
Of the two methods, the first is for every reason to be 
preferred; but if the first fails, we shall perforce resort 
to the second, unless we are willing to give up a large 
part of our export trade and possibly face a severe busi- 
ness depression at home and a still more serious situa- 
tion in Europe. If we prefer to have investors carry 
the load, we must issue such classes of securities as they 
can be induced to buy, and should do so even if it re- 
quires the active aid of the national government through 
the War Finance Corporation or otherwise. The in- 
terests involved are public and national, not private or 
local, and there is ample warrant for the government 
lending a hand if other forms of securities acceptable to 
investors cannot be devised. It is natural for the fed- 
eral authorities to be reluctant to intervene and to de- 
sire that private capital should undertake the task. 
But if investors balk, the only alternative will be gov- 
ernmental aid, expansion of bank credits, or — an in- 
dustrial depression. It certainly seems improbable that 
the government, however averse it may be to further 
employment of its credit, would be willing to bring 
about a business depression; and it would also seem 
that it would prefer to lend its aid rather than to rely 
wholly upon credit expansion to avert a serious situa- 
tion. If, however, the federal authorities leave matters 
wholly to the banks and the private investor, it would 
seem probable that the Federal Reserve Board would 
permit the extension of the necessary credit facilities 
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rather than face the consequences of the opposite may wholly misjudge the situation but we believe now, 

policy. We have no means of knowing how much the as we believed last summer, that some means will be 

private investor can be expected to do, but it is cer- found to finance the necessary movement of export 

tainly unfair to expect him to take risks which the gov- trade, and that in the last analysis the federal govern- 

ernment is unwilling to share, and he cannot be forced ment and the Federal Reserve Board will not refuse to 

to do so. The same thing is true of the banks. We do their part. 



